
Memorandum 
- _ : Mr. L. Gene Mayer Dare : January 16, 1987 

J 

From : Ken McManigal 

Subject : Assessment Responsibility on Railcar Repair Facilities 

This is in response to your November 17, 1986, - memorandum 
wherein you advised that G Company had recently 
purchased bT ___.- ___ Company’s railcar fleet and repair 
facilities, had had its GI .-__w__ Services Co. 
subsidiary take ownership of and operate the railcar fleet, and 
had had its Quality Service Railcar Co. subsidiary take 
ownership of and operate the repair facilities; and you asked 
whether the Valuation Division should retain assessment 
jurisdiction of the repair facilities, which it had when both 
the railcar fleet and the repair facilities were owned by NC * 

Company, or return assessment jurisdiction of such 
facilities. to county assessors. 

We believe that the Valuation Division should return assessment 
jurisdiction of the repair facilities to the appropriate county 
assessors. Article XIII, section 19 of the California 
Constitution provides in this regard that the Board shall 
annually a.ssess property owned or used by car companies 
operating on railways in the state. As structured by G - -- -‘.?qT;=‘ny, i the car companv onerating on railways in 
California. is G -.----. : Services Co., a 
subsidiary separate and distinct- from the Company itself and 
from its other subsidiaries, including its ‘Q - ’ 
Railcar Co. : and thus, the Valuation Division should retain 
assessment jurisdiction over only that property owned or used 
by G Services Co., primarily the railcar 
fleet. 

Attached for your general information is a copy of an October 
22, 1986, letter from Ms. Barbara Elbrecht to Mr. Max Goodrich 
which addresses the relationship between a parent corporation 
and its subsidiary corporations, sets forth and discusses 
circumstances under which corporate entities/subsidiary 
entities might be disregarded, and concludes that in light of 



the available information there is no basis for disregarding 
the separate existence of the parent and its 
subsidiaries. 

corporation 
In the same vein, there is nothing to Suggest 

that the separate au;ctence of G . _. 
! Company, 

c .-- L Services Co., and/or Q .’ - ’ 
R ‘lcar Co. 

2% 

should be disregarded in this instance. 
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Attachment 

cc: Mr. Richard Ochsner 
Mr. Gordon P. Adelman 
Mr. Robert Gustafson 
Mr. Gene DuPaul 
Mr. Octavia Lee 
Mr. Chad McDonald 
Legal 
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. ..td o! Cotifania &cd of E;uaGx:ion 

Memorandum 

: Mr. Richard Ochsner Date : November 17, 1986 

From : Louis E. Mayer, Chief 
Valuation 

In 1986 and prior years we have assessed repair facilities owned by Iv " 
lompany. These facilities, along with a railcar fleet, have 

been sold to G : co. 

TWG separate subsidiaries have been set up by Gc W Company: 

GI 
the railcar fleet 

Services Co. which operates 

Q-- 
facility 

Co. which operates the repair 

Gene OuPaul of my staff and Ken McManigal of yours participated in a meeting 
with Richard Althoff of G _ to discuss this and other issues 
connected with the sale. Gene concludes, and believes Ken agrees, that rqe 
should return assessment jurisdiction for these two shops to the county 
assessors. 

This action would be consistent with the Board's earlier treatment of Trailer 
Train's repair facility when it was operated by a subsidiary. The reason 
would be that th'ere is not a strong enough connection between the two 
companies to meet the "owned or used by" criteria in Article XIII Sect. 19. 

If you concur, we will advise the company and the two county assessors of 
this decision. 

LEM:GO:js 

cc: Mr. Gordon Adelman 
Mr. Robert Gustafson 
Mr. Ken McManigal 
Mr. Gene 0uPaui.H 
ilr . Octavia Lee 
Mr. Chad McOonald 



sf~;p. BOARD. OF. EQUALIZATION 
; K?ZO-r) STREfT. .SACRAMENrO, C.A-IA - 

*a #at. 1799, SACRAMENTO. a .9S8OB1 - 
. _ 
:. 916/454-6593' 
:_ : :. 

..-, . . 
. 

: Xjcfober 22,:1986. 
. 

. .!. . . . 

. ” Mr.'. M&Goodricfi _ 

Chief-Qwnership, Exemption 4 
“Mapping .Division ._ 

: Los, Angeles County Assessor 
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Dear Mr. Goodrich: 
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Engaged in Transpor tati.on . . . . . . -. 
.,. ; _ _ _ 

. .._-_ 
. / : -.;: ,’ 

-c 
. 

5. -.-2.. 

This’is in response to your letter.of.‘Ju.ly 7, l986, to Mr.- *- 
Richard: H. Oc,k.sner where,in’ you.,..r.eques_t7:,,O.ur opinion regarding ; 

‘the, applicability of :he .exezption .fron: taitation .pro;rideC .by ,:’ .:. . . 
Section 3(1.) of .Article 7XII’II o-f the California. Constitution. to : “. . 

: . . vessels used by a subsidi’ary corpora~;j‘n.,,to.‘transport for hire . .’ 
‘the property of a.par’ent:corpor.ation. ,IThe. facts provided ,$ : ... 
your. letter and the’ accompanying.%embranda~ from ‘the .Office of, .. 
,the..County Counsel can be sunmarized.‘as, follows: ._ . . . . . .. .._ - ,:-. . . 

. .The S; S. C__. _- _ 3 were bo.th 
. . ’ : dnd, the_,‘S. S.. S’ 

built in San Diego by .N Bui1din.g .’ ._.I; 
. . . . Company- and deliver.ed..to U :,Con$any 0.f CalifornAa :y... ’ 

‘(“U “) onOctober‘29, 19.81, and D.&ember 18, 1981, .:. : . . 
_ 

‘.. respectively;. Both vessels,,were bareboat chartered by’.:’ “. : : 
u 1 tow - - ‘Company ( ‘7?_ “),a’. . . ..’ 

wholly-owned, .subsidiary of. u for $550,000 per month, 
(Bareboat Charter Par.ties, p;. I . 

_, 7.).. 
..’ . : e:&.::: *, (n- 

w * with its Eaff of.28 ezpioyees operates 50th .’ _ 
state-of-t. he-art vess.els. zs.‘product carriers under 
transportation contracts with U , delivering together 
more than nine million .barreis per year of U * i ~Kccucts 

to west coast markets.. 1 t also operates two other ships 
regarding which we have no information. 

Two virtuaiiy icentical craasporcctio[i conzrac~s zdcwcen 
W’ and U dated sep.tenber 29, 1981, (for the 
S.S. c and Dececoer IS, L9d1, tier the S.S. 
S ) require F; - , the carrier, ,to 2rovicie 
to U’ ‘, tne shipper , C:II+ two tank vessels for c;?e 
carriage of cargo designated by the. shipper. Th,e shipper 
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-people r. an,d the :. li~ihitation~. ‘of : the: ‘ve%s,els;” fseventy’ Six.;“, : 
Jan,;-Peb. .1986,. pi 1’1.)‘. :. t ‘. ’ a~ ._-.., :;, i ._ .,’ .. 

.. :: : : 

U’!’ .. 
. . . ._ :A ” 

:’ y. ._, 

I. a.*. 
has. stated-,” [.t]he reasons:‘fdr ‘.titixiiing a .seiarate. “- 

u subsi.di’&ry ,to, operate.-.the;vessel$ ,,‘rather than’-‘.having “.:- 
tr operate th.e.:.vessel.s: ‘directly, .a-re the ;.same:: as’ those .‘. 
whicn are, involved in the utili,z&tion.of. an-unrelated . . . ;. 
transpor ta t.ion company:. ;’ the~‘.Iim~ita~tion .of liability-and ..’ .. 
‘the. -avoidance of. .complex ,I.abcr problems F;hich ,woulh be : ; . 
associated with. direct operacion..(Letter, May, 15, 1986,: .. 
from . .. _. . ‘. 

_~ ” 
: . ,. ,’ ‘.’ :. .” . . 

.The ‘A ; 
. an oil .tanker, is owne-d by, P - 

, Inc.. , a wnoli&owned subsidiary of A . 
.-.* cor;;pzny . It was purchased from 8 . ’ -..I-, _ 

_ Company on. July is, 19!0. 
: 

mx Go0 drich -2-- October 22; 19aF_ 
. ‘_, . . ‘. 

- :.* 
:. 

r,..: 

. .._ ‘_ . . .... F 
. ‘. 

: 
‘,.. -, 

nasLthe right .kij .qarr,e~'the vess&; :di+&&y its .insignia: on- .. 
,.the’:ves&sls!, sta&.s;,. .ffy i.ts..hna&e. f:l&-. and de!termine t.tie’ .: 
color of:.~ilin~‘.‘an~:,‘the. gener&. s’~,hema-.i~~:er.eofl-: on the .i.:, f. ’ 
‘r(eSS&3,%.: 

_‘,‘.I .I:. 
(TrBnsp+rtaticn Cdntracts,‘:;p. ; 1 ).-. ‘1 : 

‘_ 
-’ 

. . .: .I _’ 
‘: _...I’. 

. . . . . 0. . : : 

Pha.,amdiln.tF of.-. fr'ei+ht .agre'&d to..,d~.‘c’&k~&~ &s,..the sum:lof’ _ ‘, 
all cost.s~tT, the-.cArrier:, .._;incq~~~i;ng‘..a~~.I p&d. tin.<er : the ‘I. 
‘ch~arter.,$p$us ‘a. manageme’nti .fee;;. The ‘shipper &greed to ‘..;” 
indemnify;: the -carrier. again&t a13:‘.‘1iatiili~iesl:.in excess,‘cf ‘, 
the: carrier (s insurance; cdver&ge.;‘: exce&‘, for) fra,ud; willfwf.. 
misco,nduGt or cri,mSnal acts i... (‘T.ranq3.r tation Contracts>‘:‘p . . 
8) ” . ‘. :.: ..;:f;.., ,:;;. :~ : 

..‘. 
_ . . 

.’ ” 
The, c&nple,x. job Iof. planning -an’d:.:=bo’r.di~~.ting.~the W “* 
shipping .oberaeions is handled “at:‘:me. W - --_ 

Iacated. in’,- U ~b,uilding:.‘. “U - ’ 

.’ . 

ha.S .an- individual: wno: keepi tr.a~lri~of.:.~uentor.ies, at .-: : 

marketiLrq,terminals ‘and. pr_oduct.~6il.;.~t_i,t~‘~“refineries.. i-i:-’ ... 
He...iets I$+ :I, know :.&at% ‘ne@d?d: at each-- location-;:: .,I., ,’ 
as well as. what .e-acn wants;. to..‘move--when, wh.ere,‘and in ‘what 
amounts-. . . We then take *those-requirements .and try to. fit .:,.: _. ‘. 
th’ern in to, a scheciule’ that wi.ll..,.,sa.tisfy ,.,bhe nar.ke tin,g ._ 

The information available to us indicates the. .A --T 2 ~‘---1- transported crude oil for hire for t;?e period 
tram piarcn 1, 198.1, through Xarch 1,. .198S, for several, / 

different oil companies, including 11 X 
P Coiqany, 2) 9 . * 

- _ 3) C’ -: 41, 
Cr--- --, ;j ;j, ;I SG 

..^ ~:li~~~~CF~n 

has been provided about the rela;fve amofnt i’i time. per 
shipper. 

County Counsel, in a menorandurz dated June 3, 1986, has 
stated that the information pcovided.by U ’ ‘s persuasive 
regarding the issue of whether the exemption prov-ided by 
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yc. .,yax Geodrich -3- October 22, 1986 

._ -., ,. Y... . . . . .‘, : * . . .: ‘.‘. ,: :.. ‘~Secf~on... 3!(.l)‘..cf. ,tirticle... 1;1rn.l.&: the’.Calif ornia Co& ti.tu tion 
,Gxerq ts. f q.0.m: pro.p& ty ta’xat+n:‘,: .:... .‘. ..__ 

,. .’ .-_ 

. . _ _ . . 
..;,:’ ‘_ 

:-The:.phrase..~engage.d. in'. th$ transoortation of’ freight or .’ . . 
..’ ‘..@assepper&~ ,hagl been con.$true$.bp the ,CaliFornia tour ts to mean .‘_ __ : -: th.2 .‘. : ‘1 . _: ,:. czr.ryi~g:..~f~,:.f..f:~~aht~‘.(.~.~.Ppert~~.trans-,or ted. by a’ carrier :.. 

,. ‘. ::-, ‘.. ‘,’ ; . fyom. a:,cons.i:gnor-l] to .a ~cons’ig,nee)~ .o.r passengers (. travelers by. 
.:. _ : .~~SOITN$~ eskablikhea..conveyafiti.eJ. Xor,. hire .( Dragich: :v.,. .Los Anqel‘es. 1 .:.. 

., .: -.(X9,39):: 30 C&3,.A’pI);2d 397.)..;.,.::Thus., -. -‘th.e question _pre.sentea 1s. 
. : : ‘,:.. wh.ether ‘t)&se. :,&ubg$diar.$: cofporatj_ons &~~~eTntjep(fefi-f^‘--” .‘::‘,:““* 

:‘, ,cuS~ofat~onsl~,~a~-ship; thi p,roduct’s,.‘qf. tJnidn:.and.. the other ‘. ‘. ., 
,‘. ..\. pe’trol’euti c.t$pan.i+s- ‘for hire., :,or yheth2r the sub,sidia.rz.. ‘._. :. _. 
.: ‘. ” ., . ~cor~ora_t~~~s'_ar2.;-me~e instrunen'talities,' ContfuiCf or~a+nts for 

.:. : khe.:pak.erig. corporations. :: If ‘the.-cp’rpcrate. entity. :of the : 

( s,ubsidiary,:korpctation .can b2; disregarded, the parent and 1. ,., 
.,..- 
_ subs.idiaty.cawb.2 treated as:one-unit. thus .‘defeating any claim 
.” that .the vess.els-.ate transpo,rting freight. for’ hi%.: .: . 

_ : 
: 

: _. 

T& d~l’ter~“.&g&~ .doctrine,.- the’.diiregard ‘of 
because theyrporation is. the alter ego 0 
applicable not dnly vhete the corgoracron 
in,dividu&ls fo@ing .oc owtiing. it., but also 
is so organ.i,zed and..‘controll.ed,, and its af 
as to make. it merely an instrument, .agent, 

the 
f. .oth 
is th 

wher, 
fairs 

cond 

corporate ‘entity ’ 
ers, is 
e ‘alist ‘e’ao”FE 
e. a cocpEZtion 

so conhucced, 
uit. or adjunct. 

of another corporation ( ZcLocchlin v. L. Rloon Sons Co., Inc. 
(1962) 206 Gal.Aoo.Zd 34&J.. "iii.tA increasing frequency, courts 
have demons tra tsh- a readiness to disregard the.cor.oorace entity 

. when..h whol~l~-ow32d subsi aiary is...lbc_ r=ralrl a'condtiit for, or is 
‘financially d2o2nasnt on; d parent cor?ori’Eion.” (LB adil5ndne. 
& Sterling,, Calif. corn. LZ:;'s,. 11 296.01, p. 14-33). Although 
the .doctrine. nas 02211 applies I’arqely in tot-c and contract 
cases to assu’re a.jusc anti equitaole result (Thomson v. L. C. -. 
Roney .4 Co. (i952) llf Cal.;_gp..?d 420; 1.4 Salientine s 
Stirlrng, Cslif. carp. maws, p 295, p. 24-311, the doc:rine has 
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Goodrich ._ _+. ‘./ Oc.tobet’ 22, ’ l-986 ._ . . . 
..,. . ., ;a ._’ 

.. -vessels f ram UI ‘- 
. . . ; which W : agreed to shib..4 ’ ;:.produnt’s :,for a ‘1 ,.: .’ -. . 

specified sum: $ior.eover I. !i - 2. has ..two c&dcitiona.l vekels. ‘. 

,.:about which we.have no inforna,iion.;.which, may be ,utilized .in-‘I- ‘. ‘. 
ways that further support. U _. ’ claim that W - is an ‘1. 

‘entity separate from U* Thecef ore,, unless substantial 
additional evi.dence is provided to‘ show that W - --: ;i&’ a. 1 ‘. 
mere. instrumentality of U’ . -, ,such as the listing .of PI ‘- ’ ..I 

as a division of’ U rather than a-subsidiary 
: corporation on U * - financial,,st_atementsr 95 t?e parent used 

the assets of the subsidiary as .its oxn.witnouc regard ‘to 
corporate formalities, we be,‘lieve there is. inSU’ffiCi.ent 
evidence to treat >if us the alter coo 0.f U 
Consequently, the e:<emption provided by SSCtlOfl 3(l) Of Article 
XIII is ag?licable to the vesse1s’S.S. Ct and S..S. 
S. 

. . 
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